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Schedule Of Findings

1. Accounting System Internal Controls Should Be Improved

As noted in our prior audit, the city's accounting system has serious internal control
weaknesses.  These weaknesses fail to ensure the proper recording and reporting of the
city's financial activities.

We noted a significant number of financial transactions which were inappropriately
recorded to the accounting system as well as transactions which were omitted.

The absence of adequate internal controls over the accounting system is a material internal
control weakness and results in an accounting system where errors or irregularities could
occur and not be detected.

RCW 43.09.200 states in part:

The system shall exhibit true accounts and detailed statements of funds
collected, received, and expended for account of the public for any
purpose whatever, and by all public officers, employees or other person.

The accounts shall show the receipt, use, and disposition of all public
. . . income, if any, derived therefrom; all sources of public income, and
the amounts due and received from each source; all receipts, vouchers,
and other documents kept, or required to be kept, necessary to isolate
and prove the validity of every transaction; all statements and reports
made or required to be made, for the internal administration of the office
to which they pertain; and all reports published or required to be
published, for the information of the people regarding any and all details
of the financial administration of public affairs.

The American Institute of Certified Public Accountants (AICPA) Statement on Auditing
Standards, Section 319.69 states in part:

. . . In establishing specific internal control structure policies and
procedures concerning an entity's ability to record, process, summarize,
and report financial data that is consistent with management's assertions
embodied in the financial statements, some of the specific objectives
management may wish to consider include the following:

a. Transactions are executed in accordance with managements
general or specific authorization.

b. Transactions are recorded as necessary (1) to permit



preparation of financial statements in conformity with generally
accepted accounting principles or any other criteria applicable
to such statements and (2) maintain accountability for assets.

c. Access to assets is permitted only in accordance with
management's authorization.

d.  The recorded accountability for assets is compared with the
existing assets at reasonable intervals and appropriate action is
taken with respect to any differences.

The internal control weaknesses exist because accounting personnel are not adequately
trained with the Office of State Auditor's Budgeting, Accounting and Reporting System
(BARS) manual and other governmental accounting requirements or the operation of their
automated accounting system.

We again recommend that city officials establish and maintain an effective system of
internal controls by:

a. Allocating sufficient resources to the accounting function, and

b. Providing adequate training and supervision to the accounting personnel.



2. The City Should Prepare An Accurate Annual Report

The audit of the city's annual report for 1992 revealed that the following statements and
schedules contained inaccurate and misclassified amounts, or were incomplete in their
presentation:

Statement C-4 Fund Resources and Uses Arising From Cash Transactions
(Detailed)

Statement C-5 Fund Resources and Uses Arising From Cash Transactions
(Summarized)

Schedule F-3 Notes To Financial Statements

Schedule 05 Detail of Expenditures and Other Uses

Schedule 09 Schedule of Long-Term Debt

Schedule 16 Schedule of Financial Assistance

Similar conditions were reported in the city's 1989 and 1991 annual reports submitted to
the State Auditor.  The statements and schedules included in the financial and single audit
sections of this report have been corrected.

Under the authority of RCW 43.09.200, the Office of State Auditor has promulgated the
Budgeting, Accounting and Reporting Systems (BARS) manual as a uniform system of
accounting for cities which requires that accounts be exhibited in a true and accurate
manner.

The city's annual report was not prepared in accordance with BARS because the
individuals who prepared it were not adequately familiar with the requirements of the
system.

Inaccurate preparation of financial reports results in inadequate disclosure of the city's
financial activities to the city council and the public and increased audit costs.  We believe
that the public's confidence in government requires accountability and timely disclosure
of relevant and accurate financial information.

We again recommend that city personnel take the necessary steps to ensure that future
annual reports are prepared in accordance with BARS requirements.  In doing so, city
officials should consider the following:

a. Obtain additional training in accounting and use of the BARS manual and the
reporting requirements contained therein.

b. Obtain technical assistance in the preparation of financial statements as needed.

c. Perform a conscientious technical review of the annual report prior to its
issuance.


